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The purposes of this paper were to explore the relationship between media coverage and stock 
returns in Taiwan stock markets. The empirical results were as follows: (1) stock returns showed 
causality with either media coverage amounts or the degrees of good/bad media coverage; (2) when 
impacted by the past stock returns, the stock return might fi nish its response to the impulse around 
three days and showed a negative effect, whereas when impacted by the past media coverage 
amounts, the media coverage amount might also fi nish its response to the impulse within three day 
and showed a negative effect; (3) when impacted by the degrees of the past good media coverage, 
the good media coverage degree might fi nish its response in three days and showed a negative ef-
fect, in which a positive effect might be presented on the fi rst two days, while the effect might turn 
negative on the third day. Given that, when impacted by the past stock returns, the stock return 
might fi nish its response to the impulse within three days and showed a negative effect and, when 
impacted by the degrees of the past good media coverage, the stock return might also fi nish its 
response in three days and showed a negative effect. That is, media coverage could be used as an 
indicator to predict stock returns in the Taiwan stock markets when making investment decisions.
Keywords: media coverage, stock return, impulse response analysis
 1. INTRODUCTION
According to Chen and Meindl (1991), Shiller (2001) and Carroll and McCombs 
(2003), in addition to acting as an event broadcaster, mass media could also assim-
ilate and disseminate broadcast ideas, further affect the public’s behavior and, in 
the end, dominate their perception of the company in question. Furthermore, some 
academics also verified that media coverage could result in the announcement 
effect of a company’s significant event (Stephens and Weisbach 1998; Sherman 
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and Titman 2002; Liu et al. 2007). As such, other than influencing the public’s 
perception, media are also closely associated with economic activities. 
Cutler et al. (1989) investigated the relationship between media coverage and 
stock prices, their results showed that the impact of major event on stock prices 
could not be fully explained by media coverage. Chan (2003) further found that 
investors might underreact to bad news coverage. Tetlock (2007) also found that, 
when a company’s fundamentals reversed, the higher pessimistic sentiment of the 
media could predict the downward pressure of the stock market. Moreover, Tet-
lock et al. (2008) also considered media coverage an important qualitative vari-
able to capture the part difficult to be quantified through a company’s fundamen-
tals, especially the tendency that stock prices might underreact to the message 
implied negative meaning. According to Engelberg et al. (2012), higher audience 
ratings could result in higher inter-day returns. However, if investors are recom-
mended to adopt a sell-out strategy, it will lead to a weak price effect. On the 
other hand, if investors concurrently buy or sell the stocks as recommended on 
a program, the empirical result sustained the retail attention hypothesis put forth 
by Barber and Odean (2008), i.e. media might potentially influence stock prices, 
which would make stocks mispriced. Fang and Peress (2009) discovered that the 
stocks without media coverage could have higher stock returns in the future than 
those that have higher media exposure. 
To sum up, media coverage could have an influence on stock markets. Hence, 
this study tried to further explore the causality between media coverage and stock 
returns as well as the impulse response effect. Different from the Western mar-
kets, Taiwan’s stock market mostly comprised by retail investors rather than in-
stitutional investors. Hence, in addition to providing the results of the research on 
such kind of markets to complement what is insufficient in literature, the study 
also hoped to offer investors the empirical results as the indicator for their ap-
plication of media coverage amounts and good/bad news coverage to their in-
vestment decision making, i.e. how to turn media coverage into an indicator of 
investment decision making.
The rest of this study was organized as follows. Section 2 was the literature re-
view, whereas Section 3 showed the methodology of this study. Section 4 was the 
empirical results. The final part showed the conclusions and recommendations.
2. LITERATURE REVIEW
A body of literature showed that information could be transmitted through mass 
media (Islam 2002; Borden 2007), and mass media could further affect the pub-
lic’s perception. According to the “agenda setting theory” proposed by McCombs 
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and Shaw (1972), media could produce an issue which would make a splash and 
draw the limelight, of which the coverage amount and coverage size would deter-
mine the importance of the issue as perceived by the public. Furthermore, Chen 
and Meindl (1991), Shiller (2001) and Carroll and McCombs (2003) also thought 
that, other than simply broadcasting an event, mass media could also assimilate 
and broadcast the conception to affect the general public’s ensuing behavior and 
further influence their perception of the company in question. Some literature 
also verified that media coverage could affect announcement effect of a com-
pany’s major event. Stephens and Weisbach (1998), Sherman and Titman (2002) 
and Liu et al. (2007) also pointed out that mass media could not only affect the 
thoughts of the public, but also further generate the ignorable strength of a com-
pany. As such, media coverage and economic activities are closely related, and 
media coverage could also directly or indirectly influence economic activities 
(Shieh 2014).
However, in a stock market where transactions are more active and message 
spreading is more aggressive, a company’s fundamental information can no long-
er be used to explain changes in stock prices (Li and Yen 2011). Hence, the noise 
trading theory mentioned by Kyle (1985) and Black (1986) argued that investors 
might use the corporate information received by themselves (although the in-
formation might not be true) as the reference for their transactions, which could 
result in over volatility of stock prices. In other words, investors cannot acquire 
inside information and, instead, they irrationally use the noise information as 
useful information in their transactions. Engelberg and Parsons (2012) also used 
different types of information to identify the degrees of media effect. It explored 
varying kinds of media coverage with a same event, and found that local media 
coverage could lead to increase of local investors’ trading volume. It shows that 
media coverage could affect investment activities. Hence, the study then explored 
the literature of the effect of past media coverage on stock values as follows. 
2.1. Relationship between media coverage and stock prices 
The first paper to mention about media coverage and stock price could be dat-
ed back to the one conducted by Cutler et al. (1989), which investigated S&P 
500 indices from 1941 to 1987. By probing the factors in change of stock prices, 
their empirical results suggested that the effect of the major event in the market 
on stock prices could not be completely explained from media coverage. After-
wards, the studies related to the relationship between media coverage and stock 
prices have continued to be released.
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Dyck and Zingales (2003) also examined the stock market response effect 
through the earnings announcement reported by the media and investigated if me-
dia coverage could affect stock prices. They found that the stock prices of those 
companies that were specifically stressed by the media reporters showed the big-
gest impulse response, in which if a company was less mentioned by analysts, 
the media coverage could turn out to be more trusted by investors. Hence, Dyck 
and Zingales (2003) thought that media played an important role in releasing 
information. Vega (2006) also suggested that information could have significant 
impact on the U.S. stock market, illustrating that it does not matter whether it is 
opening or private information and what matters most is the speed of the trans-
mission of relevant information to the investors who may or may not know the 
veracity of the information.
Klibanoff et al. (1998) examined the response of the investors investing in 
closed-end funds to the major event, and found that if the news of a specific 
country was headlined by the New York Times, it could further affect the pricing 
of the country’s closed-type funds. Even though volatility of stock prices could 
be measured by the latest information on a company’s fundamentals, investors 
would still swiftly respond to the major event headlined by the New York Times, 
which would further lead to volatility of stock prices. Hence, Klibanoff et al. 
(1998) contended that media coverage could accelerate investors’ response.
Engelberg et al. (2012) examined the direct measurement indicator of inves-
tors’ attention with Nielson’s survey data. They found that when audience ratings 
were high, the inter-day return could attain the peak; when sell-out was suggested 
on a program, the weak price effect would show up; when concurrently consider-
ing the suggestion of both buy-in and sell-out. The empirical results sustained the 
“retail attention hypothesis” put forth by Barber and Odean (2008), which was to 
emphasize the attention paid by retail investors and institutional investors in their 
purchase behavior as well as news effect, and illustrate media’s potential role in 
resulting in mispricing. 
2.2. Relationship between media coverage amounts and stock prices
Buskirk (2006) used the words of the media coverage accumulated during the 
event period as the rule to judge the strength of news disclosure, followed the 
rule to observe the density of investors’ approach to the information. They ex-
plored the relationship between the number of the news words and stock returns, 
and found that excepted returns and trading volume showed a significant and 
positive correlation with the number of accumulated words of media coverage. 
In their studies on the relationship between stock return and the amount of the 
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media coverage on the stock in question, Holden and Subrahmanyam (1992), 
Foster and Viswananthan (1990), and Brennan et al. (1993) also found that those 
portfolios frequently analyzed and reported by the media could be more sensitive 
to released information. 
Antweiler and Frank (2004) had a series of study on the effect of exposure of a 
news event on stock prices, and thought that investors would go online to release 
or solicit opinions before or after their selection of a stock. Hence, they investi-
gated the effect of the amounts of the stock information left on Internet message 
boards on investors’ decision making. The results showed that the amounts of the 
stock information left on Internet message boards and trading volume had a sig-
nificantly positive correlation with the degrees of price volatility. Antweiler and 
Frank (2006) further discovered that, about 10 days after the news release, the 
stock return could significantly reverse, which was interpreted as investors’ over-
reaction to the news. Fang and Peress (2009) explored the relationship between 
media focus and stock returns, and found that the degree of media focus on an 
individual stock showed a negative correlation with the stock’s future perform-
ance, of which the stock receiving less media focus would be likely to have a 
significantly higher return in the future.
After having interviewed 7,000 CEOs from 1997 to 2006 at CNBS, Kim and 
Meschke (2011) investigated if media focus would affect stock prices and trading 
volume, and found that a higher trading volume and significantly normal/excep-
tional return could occur on the interviewing day. However, such tendency could 
intensely reverse in the following 10 transaction days, of which the exceptional 
return would be relatively greater if more audience watched the program. It was 
also found that retail investors would follow the interview content to determine 
their trading behavior.
Da et al. (2011) used the frequency of the search volume index provided by 
Google as the reference for investors’ attention to stocks. They found that the 
frequency was associated with the proxy variable concerned by those who rep-
resented the investor previously, i.e. the price of a stock having a higher search 
frequency would be likely to be propelled in the two weeks to come. 
When exploring the relationship between stock prices and media coverage in 
corporate merger and acquisition, Ahern and Sosyura (2012) pointed out that en-
terprises would make good use of media coverage to influence their stock prices 
when a major event occurs. Those enterprises would release plenty of news after 
beginning their negotiation for stock acquisition and before making the acquisi-
tion announcement, which would result in a short-term rise of the bidding stocks, 
and apparently affect stock prices. They suggested that the reporting time and 
content of financial media coverage could have some biases as a result of enter-
prises’ manipulation of their stock prices.
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2.3. Relationship between positive/negative news coverage and stock prices
Nofsinger (2001) considered that institutional and individual investors could be 
greatly affected by media coverage on financial information. It would be espe-
cially so for the information regarding earnings announcement, for which either 
positive or negative information would affect institutional investors’ investment 
behavior, while individual investors would only be influenced by positive news. 
Barberis et al. (1998) analyzed the phenomenon of stock price reversal with the 
momentum and contrarian strategy. It indicated that while facing new informa-
tion which would be associated with a company’s stock price, such as earnings 
announcement, investors would first have some doubt about it, and therefore 
show an underreaction behavior. In this case, investors could cash in on the 
stock market anomaly and adopt the zero-cost momentum strategy to gain prof-
its. When good news of a company continued to be diffused to investors, inves-
tors would have optimistic opinions on the company which would bring about 
an overestimation of the company’s stock price. However, such overestimation 
would not continue. In the end, the stock price would return to the fundamental 
value it deserved. 
By adopting the event study analysis, Chan (2003) explored investors’ response 
to the release of the news on stock prices, in which the samples were divided into 
two groups of publication and non-publication according to whether a company’s 
stock related information was published as headline news in the current month. 
They sorted the samples whose stock related information was published as the 
headline news by stock returns, and divided into a 10-point scale, where those 
companies that fell in the top 30% were defined as winners and the last 30% 
were losers, and varying portfolios were formed according to different forma-
tion periods and holding periods. They found that, after exposure of the positive 
(negative) news, stock prices would continue to respond in a positive (negative) 
direction, and the response to negative news could last longer (as long as 12 
months). They suggested that investors seemed to have strong underreaction on 
bad news; however, for the portfolios having no media coverage, the stock prices 
showed reversal.
Tetlock (2007) tried to investigate the relationship between media content and 
daily stock market activities and found that, compared with other kinds of word-
ing, negative wording could result in stronger impulse to stock returns. In addi-
tion, exceptional large or small amount of media negative coverage could be used 
to predict smaller or larger trading volume. The empirical result sustained that the 
content of media coverage could be deemed the proxy variable of investor senti-
ment or the trading made by those who did not have the information. Tetlock et al. 
(2008) pointed out that linguistic communication was a potential important infor-
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mation source for a company’s fundamental value, and the three main dimensions 
used by investors for investigating listed companies were: analysts’ forecast, 
publicly disclosed accounting variables and the linguistic variables which could 
create profits currently or in the future. If the former two dimensions were not 
complete or a company’s fundamentals were deviated, linguistic variables could 
be additionally explained as the strength of a company’s future earnings and re-
turns. The empirical results suggested the following: (1) negative wording could 
transmit a negative message on decrease in accounting reports as forecasted by 
analysts or according to historical records; (2) a stock’s market price would be 
less impacted by the assets hidden in negative wording and the impulse response 
would be delayed for one day; (3) the content of linguistic media coverage could 
capture a company’s fundamental information which would be hard to be quanti-
fied in investors’ rapid response to stock prices.
Barber and Odean (2008) explored investors’ proxy behavior from three sec-
tors of trading volume, exceptional returns and positive/negative news, and found 
that investors were more likely to buy the popular stocks with high trading vol-
ume, extremely excepted returns and high media disclosure. Barber and Odean 
(1998) found that investors would put more focus on the information they learned. 
Barber and Odean (2001) further found that when a company’s news was more 
frequently released in the Wall Street Journal on a same day, investors would be 
more interested in the news and further purchase the company’s stock. Accord-
ing to Barber and Odean (2011), it was found that investors were even not able 
to make a decision out of so many pieces of information, so they would mostly 
purchase the popular stocks more widely reported by the media. In addition, retail 
investors would be more susceptible than institutional investors and more likely 
to overreact to the information.
By studying the effect of financial column articles on stock prices, Dougal et 
al. (2011) thought that those columnists had their own preference in judging the 
performance of stock markets. Some tended to have a bullish outlook on the mar-
ket, while others liked to have a bearish outlook. Hence, those columnists were 
divided into two categories of optimism and pessimism. Dougal et al. (2011) 
suggested that the specific sentiment of those columnists could cause volatility of 
market prices. It shows that the media effect may lead to price deviation from a 
stock’s fundamental value. 
To sum up, media coverage might affect stock prices, and the amount of media 
coverage had positive correlation with the stock return. However, the empirical 
result for the relationship between the amounts of media coverage and future 
stock returns showed inconsistent. By further exploring the effect of the positive/
negative message of media coverage on stock returns, it was found that a negative 
message could have a greater effect on stock prices. 
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3. METHODOLOGY
3.1. Data and sample
This study used the stocks of TSEC-listed companies as samples from October 
2, 2000 to December 31, 2012. After eliminating the companies that suffered 
financial crises, data of stock returns came from the Taiwan Economic Journal 
(TEJ) database, while its media coverage data were from the CMoney database. 
Given that the media coverage data were not available until October 2, 2001, the 
empirical period was somewhat restrained. As for the choice of data frequency, 
this study followed Tetlock (2007) and Tetlock et al. (2008) to adopt daily data, in 
which the daily data were also applied to the data frequency of stock returns.
3.2. Model
3.2.1. Vector auto-regression analysis
This study followed Tetlock’s (2007) vector auto-regression (VAR), in which in-
dependent variables lagged for five periods. The VAR models were as follows: 
  (1)
  (2)
where Returnt represents stock return; nt-j is the total of media coverage on the 
jday; bullbeart-j is the strength of good/bad news on the jday; the strength of good/
bad news is somewhere between –100% and 100% mainly based on the content 
of the media coverage with the natural linguistic method. If the ratio of the media 
positive wording is higher, the score will be closer to 100%. On the contrary, 
if the media negative wording takes a higher ratio, the score will be closer to 
–100%. Mass positive wording signals stronger good news, whereas mass nega-
tive wording represents stronger bad news. 
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3.2.2. Impulse response analysis
Impulse response analysis is used to track the continuation of unexpected change 
in dependent variables against other variables, so as to analyze the dynamic effect 
of the change of an error term or the impulse of a model on the system, which 
is also called the impulse response function. The response analysis may show 
the response of the dependent variable to the impulse of each variable, the effect 
(positive or negative) among variables, the length of the influence time and the 
influence degree. Hence, by giving a unit of impulse to the error term of each 
variable in each equation, it will yield the effect of the impulse on the VAR sys-
tem in a period of time. The equation was as follows:  
  (3)
where is the impulse response function.
4. EMPIRICAL RESULTS
4.1. Descriptive statistics
Table 1 showed the descriptive statistic data of the study. The average daily stock 
return is 0.0004, whereas the standard deviation is 0.0370. When observing the 
standard deviation of stock return, the maximum value is 0.0921 and the mini-
mum one is –0.8931, which showed that the return rates were not diffusive. In 
the aspect of media coverage amounts, the average media coverage amount was 
0.9292, the standard deviation was 2.0391, the maximum value was 72 and the 
minimum one was 0. It illustrated that media coverage amounts were more con-
centrated. The average good/bad news strength was 6.0996, the standard devia-
tion was 22.8895, the maximum value was 100 and the minimum one was –100. 
 Table 1. Descriptive statistics
Variable N Mean Std. Min Max
Return 1,979,701 0.0004 0.0370 –0.8931 0.0921
Amount 1,979,701 0.9292 2.0391 0 72
Bullbear 1,979,701 6.0996 22.8895 –100 100
Note: return represented the stock return; n represented the media coverage amount; bullbear represented the 
good or bad degree of the media coverage.
t i t i tx α β ε ε   
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4.2. Augmented Dickey–Fuller (ADF) unit root test
Before VAR analysis, the study conducted an ADF unit root test, and the em-
pirical results indicated that the stock return, media coverage amount and good/
bad news strength all reached 1% statistical significance level (the t values were 
–464.4133, –208.6836 and –340.3537, respectively) in the ADF unit root test. 
Hence, the three series were all listed as the stationary series.
4.3. Granger causality tests 
4.3.1. The Granger causality test of stock returns and media coverage amounts
According to the study’s causality test of stock returns and media coverage 
amounts, the p-values all reached 1% statistical significance level (the chi-square 
values were 129.8789 and 358.0865 respectively). It showed that, according to 
the Granger causality, media coverage amounts might affect stock returns and 
stock returns may also affect media coverage amounts. In other words, both of 
them were in an interactive relationship.
4.3.2. Causality test of the stock returns and good/bad news
For the causality test of stock returns and good/bad news strength, the p-values 
all reached 1% statistical significance level (the chi-square values were 622.7661 
and 7801.086, respectively). It showed that, according to the Granger causality, 
good/bad news strength may affect stock returns and stock returns might also 
affect good/bad news strength. As such, both of them were in an interactive re-
lationship.
4.4. VAR analysis
4.4.1. VAR analysis of media coverage amounts and stock returns
Table 2 used stock return and media coverage amounts, respectively, as dependent 
variables. This study used the VAR model to investigate the relationship between 
explained and explanatory variables, in which 5 periods of lagged days were 
adopted. According to the empirical results shown in Table 2, if the dependent 
variable was the stock return, the F-value was 60.73. By individually inspecting 
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the effect of the number of the lag days on the stock return of the current period, 
the empirical results showed that the stock return of the current period was sig-
nificantly and positively affected by the amounts of media coverage in the past 1st 
and 4th periods (amount [-1] and amount [-4]), but is significantly negatively in-
fluenced by the amounts of media coverage in the past 2nd and 5th periods (amount 
[-2] and amount [-5]). On the other hand, the stock return of the current period is 
significantly positively affected by the stock returns of the past 1st and 2nd periods 
(return [-1] and return [-2]), but is significantly negatively affected by the stock 
returns of the past 3rd and 4th periods (return [-3] and return [-4]). 
In view of the effect of lag period’s media coverage amounts on stock returns, 
the stock return was significantly positively affected by the amount of the me-
dia coverage on the 1st day of the lag period, i.e., the more the media coverage 
Table 2. The VAR analysis of stock return and media coverage amount
Return Amount
α 0.0004 *** 0.2528 ***
(13.69)  (173.74)
Return (-1)             0.0539 *** 0.5705 ***
(75.77)  (17.17)
Return (-2)           0.0024 *** 0.0152
(3.41)   (0.46)
Return (-3)             –0.0014 ** –0.1053 **
(–2.00)   (–3.16)
Return (-4)            –0.0070 *** –0.0539
(–9.80)  (–1.62) 
Return (-5)            0.0003 –0.1020 ***
(0.47)   (–3.07) 
Amount (-1)       0.0001 *** 0.2767 ***
(6.48) (392.42)
Amount (-2) –0.0001 *** 0.1071 ***
(–3.74) (147.00)
Amount (-3) 0.0000 0.1070 ***
(0.63) (146.87)
Amount (-4) 0.0000 ** 0.1056 ***
(2.46) (145.00)
Amount (-5) –0.0001 *** 0.1315 ***
(–9.14 ) (86.47)
F-value 60.73 *** 78.04 ***
adj R2 0.031 0.042
Note: return represented the stock return; amount represented the amount of media coverage. The parentheses 
denoted the p-value. *P<0.05, **p<0.01, ***p<0.001
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amount on the 1st day of the lag period was, the higher the stock return on that 
day would be. However, the stock return on the 2nd day of the lag period showed 
negative significance, on the 4th day, it came back to be significantly positive and, 
on the 5th day, it turned to be significantly negative again. It illustrated that, as af-
fected by the amounts of media coverage after the 2nd day of the lag period, stock 
returns continued to show a reversal phenomenon. 
In addition, the empirical results showed that, when the independent variable 
was the media coverage amount, the F-value was 78.04. By individually inspect-
ing the effect of the number of the lag days on the media coverage amount of the 
current day, the empirical results showed that the media coverage amount of the 
current day was significantly positively affected by the stock return on the past 
1st day (return [-1]), but was significantly negatively affected by the stock returns 
in the past 3rd and 5th periods (return [-3] and return [-5]). On the other hand, the 
media coverage amount of the current period was significantly positively affected 
by the stock returns of the past 1st, 2nd, 3rd, 4th and 5th periods (amount [-1], amount 
[-2], amount [-3], amount [-4] and amount [-5]).
In view of the effect of stock returns in the lag period on the amounts of media 
coverage, the media coverage amount was significantly positively affected by the 
stock return on the 1st day of the lag period, i.e. the higher the stock return on the 
1st day of the lag period was, the more the media coverage amount on that day 
would be. However, the stock return on the 2nd day of the lag period showed a 
positive and insignificant effect; on the 3rd day, it showed a significantly negative 
effect; on the 4th day, it showed an insignificantly negative effect; on the 5th day, 
it showed a significantly negative effect. It illustrated that stock returns in the lag 
period could affect the amounts of media coverage, but after the reversal on the 
3rd day of the lag period, the reversal continued. 
4.4.2. VAR analysis of good/bad news strength and stock returns 
As shown in Table 3, stock returns and good/bad news strength of media coverage 
were used as the independent variables for exploring their relationship with the 
explanatory variables of the lag period. The study used the VAR model to do the 
investigation, in which 5 periods of deferred days were adopted. According to the 
empirical results shown in Table 3, if the independent variable was the strength 
of good/bad news coverage, the F-value was 65.60. By individually inspecting 
the effect of the stock returns in the lag days on the current period stock return, 
the empirical results showed that, as affected by the stock returns on the past 1st 
and 2nd day (return [-1] and return [-2]), the current period stock return showed a 
significantly negative effect. However, it showed a significantly negative effect 
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as affected by the stock returns on the past 3rd and 4th days (return [-3] and return 
[-4]), presented a significantly positive effect as affected by the good/bad news 
coverage on the past 1st and 4th days (bullbear [-1] and bullbear [-4]) and indicated 
a significantly negative effect as affected by the good/bad news coverage on the 
past 5th day (bullbear [-5]).
In view of the effect of lag period’s good/bad news coverage on the stock re-
turn of the current period, the stock return of the current period was significantly 
positively affected by the good/bad news coverage on the past 1st and 4th days, 
i.e. the stronger the good/bad news coverage strength on the past 1st and 4th days 
was, the higher the stock return on the current day would be. However, the stock 
return on the past 5th day showed a significantly negative effect and it presented 
insignificantly negative on the past 2nd day, but indicated insignificantly positive 
on the past 3rd day. 
Table 3. The VAR analysis of stock return and degrees of good/bad media coverage
Return     Bullbear
α 0.0002 *** 45.0125 ***
(8.30) (2470.44)
Return (-1)             0.0525 *** 18.8539 ***
(73.54) (42.21)
Return (-2)           0.0014 * 7.1918 ***
(1.90) (16.05)
Return (-3)             –0.0020 *** 4.5451 ***
(–2.78) (10.15)
Return (-4)            –0.0075 *** 6.1356 ***
(13.70) (13.70)
Return (-5)            0.0001 7.3969 ***
(0.18) (16.53)
Bullbear (-1) 0.0001 *** 0.0558 ***
(23.18) (75.20)
Bullbear (-2)      –0.0000 0.0101 ***
(–1.00) (13.45)
Bullbear (-3) 0.0000 0.0050 ***
(1.26) (6.72)
Bullbear (-4)      0.0000 *** 0.0076 ***
(3.42) (10.11)
Bullbear (-5) –0.0000 *** 0.0064 ***
(–7.67) (8.69)
F-value 65.60 *** 154.9 ***
Adj R2 0.033 0.058
Note: return represented the stock return; bullbear represented the degrees of good/bad media coverage. The 
parentheses denoted the p-value. *P<0.05, **p<0.01, ***p<0.001
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In addition, the empirical results showed that, when the strength of the good/
bad news coverage was the independent variable, the F-value was 154.9. By in-
dividually inspecting the effect of the stock returns and the strength of the good/
bad news coverage in the lag period on the strength of current period good/bad 
news coverage, the empirical results showed that the good/bad news coverage of 
the current period was significantly positively affected by the stock returns on the 
past 1st, 2nd, 3rd, 4th and 5th days (return [-1], return [-2], return [-3], return [-4], 
return [-5]), and also significantly positively affected by the good/bad news cov-
erage on the past 1st, 2nd, 3rd, 4th and 5th days (bullbear [-1], bullbear [-2], bullbear 
[-3], bullbear [-4], bullbear [-5]).
In view of the effect of stock returns on the strength of good/bad news cover-
age, the strength of good/bad news coverage was significantly positively affected 
by the stock returns on the 1st to 5th days of the lag period, indicating that the 
higher the stock return within the first five days of the lag period was, the higher 
the current day good/bad news coverage and the longer the effect of stock returns 
on good/bad news strength would be.
4.5. Impulse response analysis
4.5.1. Stock return vs. amount of media coverage
Figure 1 showed the impulse response analysis of stock returns (RETURN) and 
media coverage amounts (N). When the impulse came from the stock return and 
the media coverage amount, respectively, it showed the change in response to the 
other variable. According to the empirical results, as impacted by the past stock 
returns, the stock return might finish its response to the impulse within three days, 
and showed a negative effect, whereas the data from the 4th day to the 10th days 
might show slow convergence in response.
When impacted by the past media coverage amounts, the media coverage amount 
might also finish its response to the impulse in about three days, and showed a 
negative effect, whereas the data might show slow convergence from the 4th day 
to the 8th day. However, some impulse response might reappear on the 9th and 10th 
days. Given that the media coverage amount might finish its response within three 
days and show a negative effect, whereas the data might show slow convergence 
from the 4th day to the 10th day, it illustrated that the diffusion speed of the informa-
tion on stock returns was almost equivalent to that on media coverage.
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4.5.2. Stock return vs. good news level of media coverage
Figure 2 shows the impulse response analysis of stock returns and the degrees 
of good news coverage. When the impulse came from the stock return and the 
degree of good news coverage, respectively, it showed change in response to the 
other variable. By observing the two variables, it was found that, when impacted 
by the past good news coverage degrees, the good news coverage degree might 
finish its response to the impulse within three days and showed a negative effect, 
whereas the data might show convergence by degrees from the 4th day to the 
Figure 1. The impulse analysis of stock return and media coverage amount
Figure 2. The impulse analysis of stock return and degrees of good/bad media coverage
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8th day. However, some negative effect might be found on the 9th and 10th days. 
Nevertheless, as impacted by the past stock returns, the degree of good news cov-
erage showed a positive effect on the 1st and 2nd days, but it turned to a negative 
effect on the 3rd day before starting converging. 
When impacted by the past stock returns, the stock return might finish its re-
sponse within three days and showed a negative effect, whereas the data might 
show convergence by degrees from the 4th day to the 10th day. Likewise, when 
impacted by the past good news coverage degrees, the stock return might finish 
its response to the pulse within three days and showed a negative effect, whereas 
the data might show convergence by degrees from the 4th day to the 8th day. It il-
lustrates that the diffusion speed of the information on stock returns was almost 
equivalent to that on the degrees of good news coverage.
5. CONCLUSIONS
This study investigated the relationship between media coverage and stock re-
turns with the samples selected from the stocks of TSEC-listed companies from 
October 2, 2000 to December 31, 2002. The empirical results suggested the fol-
lowing: (1) stock returns and media coverage amounts showed causality, in which 
the media coverage amounts on the past 1st and 4th days might show a significant 
and positive effect on the stock return of the current day. But the media coverage 
amounts on the past 2nd and 5th days might show a significant and negative ef-
fect on the stock return of the current day, while the stock return on the previous 
day might show a significant and positive correlation with the media coverage 
amount of the current day. The stock returns on the past 3rd and 5th days may show 
a significant and negative correlations with the media coverage amount of the 
current day; (2) stock returns and the degrees of good/bad news coverage show 
causality, in which if more good news was released in the media in the past 1st 
and 4th days, it would show a significant and positive effect on the stock return 
of the current period. However, if more good news was released on the past 5th 
day in the media, it would show a more significant and negative effect on the 
stock return of the current period, whereas, if the stock return on the past 5th day 
was higher, the media coverage of the current period would be more positive; 
(3) when impacted by the past stock returns, the stock return might finish its re-
sponse to the impulse within three days and showed a negative effect. However, 
in the circumstance where the stock return is less impacted by the media cover-
age amount, if the media coverage amount is impacted by past amounts of media 
coverage, it might also finish its response to the impulse in about three days and 
show a negative effect; (4) when impacted by the degrees of the past good news 
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coverage, the good news coverage degree might finish its response to the impulse 
in three days and showed a negative effect, in which a positive effect might be 
presented on the first two days, while the effect might turn negative on the third 
day. When impacted by the past stock returns, the stock return might finish its 
response to the impulse within three days and show a negative effect and, when 
impacted by the degrees of the past good news coverage, the stock return might 
finish its response to the impulse in three days and showed a negative effect.
Individual investors take the vast majority in Taiwan’s stock markets, but, on 
the other hand, they are often the disadvantaged group in terms of their access 
to information. The study has verified that media coverage might significantly 
affect stock returns and it has provided individual investors with one more refer-
ence indicator for their investment decision making. Furthermore, although insti-
tutional investors have more information sources and are more capable of infor-
mation analysis, the study can also offer institutional investors another important 
investment reference, so they can give more thorough analysis before making 
any investment decisions. As verified by this study that media coverage and stock 
returns are mutually affected, when using media coverage as the reference for 
investment decision making, please must also analyze the performance of stock 
returns. In addition, according to the impulse response analysis and forecast of 
the error variance, as opposed to media coverage amounts, the good/bad news 
degree has a greater value of effect on the stock return. It illustrated profound 
effect of information content on the stock return, which should not be neglected 
by investors.  
The study also encountered some restrictions in the course of its investiga-
tion which might affect its results. For instance, there are many ways of media 
reporting, so some of the details might be left out in collection of news data. To 
compound matter, the study only used a single database, so it is quite possible 
that some news would not be included, which would result in underestimation of 
the news coverage amount. Also, false news could be deliberately released by the 
companies issuing the stocks in order to promote their stocks and draw more eyes 
from investors. Since the database used by this study does not distinguish verac-
ity of the media data, the study therefore could not judge if the results would have 
any variance from the veracity of media coverage.
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